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THE    CCTTDN    SITUATIO  N 


Sumnary 

Manufacturers'  f?ales  and  output  of  cotton  textiles  in  the  U'nit-d  States 
continued  on  a  greatly  restricted  basis  during  April  and  early  t'ay,  r-.-ports  the 
Bureau  of  Agricultural  Economics,     /ind  a  similar  situation  has  pr-.-vailed  in  many 
other  important  raw  cotton  consuming  countries.     In  most  of  these  foreign  countries, 
however,  mill  activity  has  been  considerably  higher  in  relation  to  last  year  and 
other  recent  years  than  has  been  tnie  in  the  United  States. 

A  substantial  improvement  in  the  sales  of  cotton  goods  by  domestic  m.P.nufac- 
turers  occurred  during  the  second  vreei-c  cf  April  and  again  about  4  weeks  later.  But 
for  the  6  weeks'  period  from  early  April  lo  m.id-May,  sales  v.-ere  apparently  less 
than  output.     And  the  output  has  been  about  two-fifths  less  than  the  unusually  high 
level  of  a  year  earlier,  and  the  lowest  for  the  period  since  1932.     The  continued 
low  level  of  sales  resulted  in  a  13-percent  decline  in  the  seasonally  adjusted  in- 
dex of  domestic  cotton  consumption  from  March  to  April. 

Despite  the  rather  marked  decline  in  cotton  consumption  and  sales  of  finished 
goods  by  domestic  and  foreign  mills  since  November,  and  even  though  tlie  1937  crop 
turned  out  considerably  larger  than  estimated  at  that  time,  domestic  cotton  prices 
during  the  first  3  weeks  of    May  were    for  the  most  part  about  1  cent  per  pound 
above  these  in  the  first  v/eek  of  November. 

Prices  of  some  of  the  im.pcrtant  ccm.petitive  foreign  growths,  however,  have 
Shown  much  less  strength  than  American  cotton.     Consequently,  the  competitive 
position  of  American  is  much  less  favorable  nov;  than  in  the  earlier  part  cf  the 
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season.      The  current  price  relationships  of  these  grcTA,'"chs,  hc/zever,  are  about 
equal  to  the  average  for  the  lO-yet.r  period  192?-32,     Despite  the  material 
change  in  the  relative  prices  of  dorrestic  an.d  foreign  cotton  in  the  past  several 
months,  American  cotton  is  still  more  favorably  priced  from  the  standpoint  of 
encouraging  consiimption  of  American  cotton  than  during  most  months  of  the  past 
few  years. 

Exports  so  far  this  season,  beginning  August  1,  have  been  slightly'-  larger 
than  a  year  earlier,  and  un  encouraging  improvement  vra.s  noted  in  March  and  A.pril, 
Exports  of  377,000  bales  of  Ajr.erican  cotton  in  April  were  slightly  larger  than 
in  April  last  year  and  25,000  bales  larger  than  exports  in  April.  2  years  ago. 
But  during  the  first  half  of  May  exports  dropped  about  30  percent  compared  with 
early  May  last  year.    Exports  to  Japan  so  far  this  season  have  been  nearly  60 
percent  below  a  year  earli^^r,  even  though  m.ill  consumption  in  that  country  has 
been  fairly  well  maintaini:;d.      Our  cotton  experts  to  Japan  picked  up  considerably 
in  the  past  fovr  months . 

The  first  official  report  of  i creage  of  cctcon  in  cultivation  in  this 
country  will  be  issued  by  the  Bureau  July  8,    At  the  present  time,  hmrever ,  the 
national  acreage  allotment  under  tho  Agricultural    -Conservation  Program  is  esti- 
mated at  about  28  million  acrcs.      This  com.paros  with  the  final  estimate  of 
34,001,000  acres  harvested  in  the  United  States  last  yenr.      The  Bureau's  final 
estimate  of  the  1937  crop  was  placed  at  18,946,000  bales,  and  of  the  per-acre 
yield  at  266.9  pounds, 

A  re.cent  report  from  Shanghai  indicat'^s  a  reduction  of  from  40  to  50 
percent  in  the  1938  cotton  acreage  in  China,  with  the  greatest  decreases  ex- 
pected in  north  China, 
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PRICES 

Dcmestic  cotton  prices  strengthened  considerably  during  the  second  and 
third  weeks  of  April  with  Middling  7/8  inch  in  the  10  markets  advancing  from  8,43 
cents  on  April  7  to  9,05  cents  on  April  21,     The  price  on  April  21  was  the  highest 
for  more  than  a  month  and  was  l-l/3  cunts  above  the  low  point  reached  in  the  early 
part  of  November.     In  late  April  dom.estic  prices  declined  considerably  and  in  the 
first  3  weeks  of  May  the  daily  rwerago  price  in  the  10  markt-ts  was,  for  the  most 
part,  a  little  below  8-3/4  cents.     Current  prices  are  approximately  1  cent  per 
pound  or  14  percent  higher  than  those  of  early  November, 

In  view  of  the  rather  substantial  decline  in  general  economic  conditions 
in  the  United  Statjs  and  many  foreign  countries  since  November,  and  the  increase 
in  the  estimated  supply  of  American  cotton,  domestic  cotton  prices  might  have  been 
expected  to  decline  fcllovfing  November  even  though  there  v^as  some  reduction  in  the 
estimates  of  the  supply  of  foreign  cotton  as  the  season  progressed.     Curing  the 
current  soason,  however,  the  C-ovcrnment-loan  progrem  has  witVidrawn  more  than  5  mil- 
lion bales  of  the  1937  cotton  crop  from  marketing  channels.     In  addition,  it  seems 
quite  likely  that  the  enactment  of  the  Af:ricultural  Adjustment  Act  of  1938  with 
its  provisions  pertaining  to  the  1938  crop  has  also  had  an  important  effect  upon 
ccrtton  prices. 

Partly  as  a  result  of  the  factors  tending  to  strengthen  domestic  cotton 
prices  and  partly  as  a  result  of  the  decline  in  demand  for  foreign  cotton  there 
has  been  a  rather  substantial  change  in  the  ratio  fcf  the  price  of  American  cotton 
to  that  of  most  foreign  grcvrths  during  the  past  few  months, 

Cn  May  20  the  Liverpool  prices  of  three  types  of  Indian  cotton  (Oomra, 
Broach,  and  Sind)  averaged  only  81.6  percent  of  the  price  of  Ajnerican  Middling 
and  Low  Middlirg  compared  with  an  average  of  86,0  for  the  7  months  August  thj-ough 
February  and  with  87.9  percent  in  November,    The  current  average  price  relation- 
ships of  these  groArbhs  are  about  equal  to  the  average  for  the  10-year  period 
1923-24  to  1932-35,       In  November,  however,  the  Liverpool  price     of  Anerican  in 
relation  to  Indian  was  more  favorable  from  the  standpoint  of  encouraging  in- 
creased use  of  Ajnerican  cotton  than  for  nearly  5  years.     On  May  20  the  Liverpool 
price  of  Uppers  was  Imer  relative  to  /unerican  Middling  7/8  inch  than  for  more 
than  a  year  and  lower  than  the  average  for  the  above  10  years.     In  the  early 
part  cf  the  current  season,  however.  Uppers  was  higher  priced  relative  to  Ajn- 
erican Middling  7/8     inch  than  for  more  than  10  years.     Despite  the  rather  mater- 
ial change  in  those  relative  prices  in  the  past  several  months,  American  is  still 
lower  relative  to  several  of  the  important  foreign  growths  than  during  most 
months  of  the  past  few  years, 

EXPORTS 

Exports  of  American  cotton  in  April  totaled  377,000  running  bales,  accord- 
ing to  a  preliminary  report  of  the  Bureau  cf  the  Census,     This  quantity  was  only 
slightly  larger  than  the  373,000  bales  exported  in  April  1937,  but  25,000  bales 
larger  than  exports  in  April  1936,       In  February  and  March,  exports  were  18  and 
9  percent,  respectively,  Icv/er  than  a  year  earlier,     Ir  Morch  and  April,  therefore. 
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a  ccnsidera'ble  improvement  was  noted  in  the  relation  of  exports  of  the  current 
season  with  those  of  the  corresponding  period  lest  season.    Daring  the  first 
half  of  May,  Yic^never ,  exports  were  about  SO  percent  sr-aller  than  a  year  earlier, 

In  viev;  of  the  rather  marked  declMne  in  cotton  consumption  in  foreign 
countries  during  the  past  several  months,  the  more  favorable  shewing  during  Marc; 
and  April  offhand  might  seem  particularly  encouraging.     It  should  be  remembered, 
however,  that  the  1937-38  domestic  supply  of  Ajr.erican  cotton  was  about  one- 
fourth  larger  than  that  of  the  previous  season  and  prices  so  far  this  season 
have  been  15  to  37  percent  lower  than  in  the  corresponding  months  of  last  sea- 
son.    Furthermore,  during  the  pp.st  2  months,  exports  to  Japan  were  only  60,000 
bales  (or  21  percent)     less  than  in  March  and  April  last  yib.r,  whereas  during 
the  first  9  months  of  the  season  total  exports  to  Japan  were  800,000  bales  (or 
59  percent)  below  a  year  earlier.     It  is  expected  that,  during  the  remainder  of 
the  season,  exports  to  Japan  will  make  a  m.ore  favorable  shCT'ring  in  relation  to 
a  year  earlier  than  was  the  case  during  the  first  6  or  7  moiiths  of  the  season, 
inasmuch  as  the  unusually  large  August  1  stocks  in  Japan  have  been  reduced  to 
about  the  minimum  even  for  tlie  current  restricted  rate  of  c onsunipt ion.    The  sho?' 
ing,  however,  may  not  be  nearly  so  favorable  as  in  March  and  April. 

For  the  9  m.oriths  ended  April  30,  total  domestic  experts  amounted  to 
5,034,000  bales  compared  with  4,762,000  bales  from  August  1936,  through  April 
1937,    During  this  9-month  period,  exports  to  the  United  Kingdom  totaled  1,473,C 
bales  which  was  450,000  bales  or  43  p'.;rcent  larger  than  exports  in  the  first  3 
quarters  of  the  193G-37  season.     Exports  to  France,  Italy,  Germany,  and  a  number 
of  other  countries  were  slightly  to  substontially  higher  than  in  the  correspond:: 
period  last  season,    A  large  part  of  the  increased  exports  to  these  countries, 
hc^ever,  was  offset  by  the  decline  of  approximiately  800,000  bales  in  exports  tc 
Japan, 

DEMND  AI^D  CONSUMPTION 

UNITED  STATES;     Manufacturers '  sales  and  output  of  cotton  textiles 

continue  on  greatly  restricted  basis 

Despite  the  improvement  in  manufacturers'  sales  of  cotton  textiles  in  the 
first  half  of  April,  it  appears  from  trade  reports  that,  for  the  month  as  a 
whole,  such  sales  were  probably  no  more  than        and  may  have  been  less  than 
the  greatly  restricted  production.     The  same  appears  also  to  have  been  true  for 
the  first  half  of  May,  even  though  a  substantial  improvement  in  sales  v/as  noted 
in  the  second  week  of  Mo.y. 

Total  United  States  mill  consumption  of  raw  cotton  in  April  amounted  to 
414,000  bales.     This  v/as  42  percent  less  than  in  April  1937  and  the  lov/est  for 
that  month  since  1932,       The  Federal  Reserve  Board's  index  of  cotton  consumpticr 
in  April,  adjusted  for  seasonal  variation,  was  77  percent  of  the  1923-25  aver- 
age.   This  Y/as  13  percent  less  than  that  for  March  and  47  percent  under  the  higii 
point  in  December  1936,      Consumption  from  August  through  April  totaled 
4,433,000  bales  which  was  1,600,000  bales  or  26  percent  less  than  the  record 
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consumption  in  the  first  9  months  of  last  season.     Last  month  it  was  stated 
that  it  seemed  quite  likely  that  the  average  daily  rate  of  consumption  for 
the  remainder  of  the  season  ^vould  be  within  10  percent  of  that  for  March  and 
if  so,  domestic  consumption  for  the  12  months  ended  July  would  total  between 
5,700,000  and  6,100,000  bales.      And  this  seems  to  be  a  reasonable  expecta- 
tion in  ■viev;  of  developments  during  the  past  month. 

EUROPE:  l/  Cotton  textile  sales  and  output  reduced;  stocks  larg^er 

April  reports  from  European  cotton  industry  centers  have  been  of  an  un- 
favorable tenor.      The  most  comm.on  cause  of  complaint  has  been  the  grov.dng 
evidence  of  receding  export  demaxid  for  finished  goods,  Yfhich  has  led  to  keener 
competition,  price  cutting,  increasing  stocks  of  goods,  and,  in  some  countries 
to  furtherrecessions  in  m.ill  activity. 

The  United  Kingdom.:-    Tlie  cotton  industry  in  Great  Britain  during 
April  experienced  lower  prices,  diminished  mill  employment  and  much  smaller 
deliveries  to  spinners.    Deliveries  were  smaller  in  volume  than  in  any  April 
since  1931,    At  the  reduced  prices  now  prevailing,  however,  inquiry  for  goods 
v;as  slightly  improved,  at  least  for  the  home  trade  and  occasionally  for  the 
export  trade  as  well.        But  the  general  export  outlook  is  far  from  encourag- 
ing, both  for  demand  and  competition.      Spinners  appear  to  have  sold  a  rela- 
tively small  p'lrt  of  their  full-tim.o  production  in  April,  although  mainly 
because  of  reduced  output  unsold  yarns  are  not  believed  to  have  accumulated 
as  rapidly  during  the  month  as  was  true  a  month  or  two  earlier, 

American  cotton  in  Great  Britain  has  not  felt  the  impact  of  the  ad- 
verse developments  in  recent  months  to  the  same  extent  as  other  growths. 
Nearly  half  of  the  volume  of  cotton  delivered  to  British  spinners  during  the 
past  9  months  has  been  American,        The  exceptionally  heavy  imiports  and 
stocks  of  American  cotton  are  an  indication  that  spinners  v/ill  continue  to 
use  liberal  proportions  of  iVmerican  during  the  coming  months. 

Current  statistical  indicators  show  definite  deterioration  in  the  de- 
mand situation  in  the  United  Kingdom,  Vfcokly  forwardings  of  cotton  to  mills 
in  April  fell  to  the  levels  expected  in  the  dull  weeks  of  summer,  and  in  the 
middle  weeks  of  April  were  at  a  rate  less  tl^an  half  that  of  a  year  ago,  Un- 
enploym.ent  in  the  cotton  textile  industry  further  increased  in  the  face  of  a 
slight  improvement  in  the  country's  industries  as  a  whole,  and  further  stop- 
page of  mills  vTus  reported. 


V  Based  largely  on  a  report  prepared  by  Lloyd  V,  St cere.  Agricultural  Attache 
Berlin,  Germany,  May  5,     Information  on  the  United  Kingdom  supplied  by  C ,  C, 
Taylor,  Agricultural  Attache,  London, 
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Another  unfavoraole  development  during  the  month  was  an  increase  in 
S;3yptian  duties  on  inported  tertiles  ran.sing  from  JO  to  100  percent,  which 
for  the  tine  hein^z;  has  trour^^ht  new  "business  v^rith  that  country  virtually  to 
a  standstill.    Although  the  volu-ne  of  imports  of  British  cotton  textiles 
into  Egypt  was  second  to  Italian,  Eg^^t  in  1937  rrjiked  fifth  among  British 
export  markets  for  cotton  piece-goods.     The  tariff  increases  have  occasioned 
concern  for  the  future  of  the  trade,  and  representations  to  the  British 
Government  have  heen  made  in  an  effort  to  luring  about  a  reconsideration  of 
the  Egypt i, an  action. 

Also  Df  importance  is  the  announcement  ty  the  Board  of  Trade  of 
April  13  that:- 

"In  connection  with  the  negotiations  for  a 
new  trade  agreement  cetween  the  United  Kin-mom  and 
India,  a  delegation  representing  the  United  Kingdom 
cotton  industry  are  leavincr  for  India  on  the  21st  of 
April  at  the  invitation  of  the  Government  of  Indis,,  to 
enter  into  discussions  with  the  ijnofficial  advisers  to 
the  Indian  Trade  Delegation  with  a  view  to  arriving  at 
a  "basis  of  agreement  which  would  "be  satisfactory  to  the 
cotton  industries  of  the  two  countries  and  which  could 
he  sumitted  for  the  consideration  of  the  two  Governments." 

Germany.-    Reports  from  the  German  cotton  textile  industry  showed  a 
continued  hig"n  level  of  activity  in  March  and  epjrlj  April  and^rji  p.ctive  de- 
mand from,  the  home  market.    Manufacturers  of  staple  fahrics  largely  consigned 
"by  low- income  grouT)s  even  indicp,ted  an  "extremely  strong  pjid  pressing  dem.fjnd" 
"beyond  their  capacity  to  satisfy  on  the  'oasis  of  existing  raw  mcaterial  quotas. 
More  va.ria"ble  conditions  exist  in  the  specialty  branches,  particularly  those 
influenced  by  seasoneJ.  factors;  but  unsatisf actor?/  reports  are  rare, 

3n  the  other  hpjid,   sifjis  of  less  favorable  developments  in  export 
business  were  reported,    April  reports  indicated  a  rather  general  recessive 
tendency  in  "both  nev;  orders  for  export  and  in  calls  under  3ld  contracts.  The 
small  volume  of  new  business  booked  Was  at  very  unsatisfactory  prices  pjid 
under  press^'ore  of  increasingly  strong  competition  from  countries  with  de- 
preciated currencies. 

Germany  has  striven  with  marked  success  during  the  past  3  y^ars  of 
textile  rav/  material  shortage  to  build  up  cotton  textile  exports  to  help  pro- 
vide foreign  excliange  to  buy  rav.'  materia.1.     In  1S'37>  l^sr  exports  of  finished  |, 
and  unfinislied  cotton  cloth  were  s'ufficient  to  cover  ^+0  percent  (lS3->  35 
percent)  of  her  outla^y  for  imports  of  cotton,  cotton  waste  rnd  reclaimed  cottDDi 
And  if  cotton  textile  exp-^rts  shoald  s-'offer  a.  serious  curtailment,  a  renewal  * 
of  tension  in  the  Gerr.irn  raw  material  situation,  v/hich  existed  prior  to  the 
pa.st  severjxl  months,  might  easily  result. 
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The  AustripQ  textilo  industry,  \mdor  the  ner£;'er  of  Austria  with 
G-ernany,  hnz  Ibeen  suddenly  confronted  v/ith  the  necessitj?-  of  adjustment  to 
a  conpletely  new  set  of  circijjnst winces  in  3II  its  tranches.     In  the  first 
place,  it  has  "been  flooded  with  a  wave  of  orders  ?_n,d  inquiries  fron  G-ermany, 
and  what  appears  to  he  a  sudden  sure;e  of  domestic  "buyini;  in  onticipa-tion  of 
possible  shorta^'^es  incident  to  the  incorporrition  into  Gen:ian;>'-.    As  a  result, 
the  larr^er  firms  are  reported  to  he  roservin;:  a  portion  of  their  output  f-)V 
old  customers  and  accepting  new  German  husiness  with  a  certain  reserve  and 
an  eye  to  its  possible  pen.ianency.     In  thvj  second  place,  the  industry  has 
had  to  hegin  immediate  preparations  for  eexly  adjustment  to  entirely  new 
rn.w  material  supply  conditions.     The  situation  seems  to  he  uncertain  in  view 
of  the  difficulty  of  placing  Austrian  spinnerrj  at  once  upon  a  parity  with 
German  spinners.    Tinally,  trade  and  distribution  are  reported  to  ho  in  a 
disorf'i;anized  state  because  of  tho  wholesale  introduction  of  a  maze  of  nev7 
regulations  and  restrictions  affecting  both  domestic  and  export  business, 
and  by  the  drive  to  eliminate  Jews  from  the  textile  trades  in  which  they 
have  lon^^  played  a,  leading  role. 

G z e cho s  1 0 V r-k. i a . -  Information  available  durinf?:  April  on  recent  develop- 
ments in  the  cotton  industr;;/-  v;as  rather  generally  unfavorable  in  tenor,  and 
textile  circles  ai'e  pessimistic  about  the  outlook.    The  inc.ex  of  cotton 
spinninfr  activity  d.ropped  fron  90  in  November  to  7^       Jo-nuary,  and  it  is  • 
reported  that  still  further  declines  occurred  in  Februrxy  and  March,     It  is 
further  reported  that  April  apparently  brought  little  improvement.     The  de- 
cline in  textile  exports  that  bef^OT.  late  in  1937  has  continued,  and  a  further 
recession  is  regarded  as  more  or  less  inevitable  as  a  result  of  the  Austrian 
"Anschluss".    Egy^jt '  s  recent  large  increase  in' cotton ' roods  duties  is  also 
regarded  a,s  a  heavy  blow  to  Czech  print  goods. 

Some  seasonal  improvement  was  recently  experienced  in  the  garment 
trades  and  other  specialties,  and  more  is  expected,  but  other^Tise  there  seems 
little  ground  for  encouragement.     The  textile  industry  regards  the  betterment 
of  Czech-German  trade  arrangements  as  a  first  essential  for  halting  the 
recent  drop  and  bringing  about  a  recovery.    The  Czech  industry  above  all  is 
concerned  with  r.aintaining  its  extensive  trade  in  both  semi-finished  and 
finished  goods  v;ith  form.er  Austrica  -  thou/;ch  it  obviously  fears  that  at  least 
a  part  of  this  must  be  regarded  as  lost, 

Czechoslovakia  has  concluded  a  treAe  agreement  with  Turkey,  effective 
May  1,  193s.     In  the  new  agreem.ent,  cotton  yarn  is  rem.oved  from  the  free 
list  and  in  the  future  can  be  sold  to  Turkey  only  on  a  barter  basis  against 
cotton.    The  Turkish  import  contingent  for  Czecho slovfikian  cotton  goods  was 
likewise  increased  by  about  30  percent.     The  treaty  furt he rrao re,* permits 
private  barter  transactions  In  Czecho slovakian  cotton  and  wool  goods  outside 
of  the  contingent  p^ainst  Turkish  cotton,  wool,  mohair,  and  eggs.     It  is  to 
be  assumed  that  this  cgreement  v;ill  have  at  least  some  effect  in  the  direction 
of  increasing  Czecho slovtikian  imports  of  T-orkish  cotton.    But  it  may  also 
tend  to  reduce  exports  from  Turkey  t)  other  countries. 
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France,-  French  cotton  cpinners  fo"and  most  of  April  a  calm  month 
for  new  Lusiness,  ;"ith  i^roduction  tending  to  outrun  orders  and  deliveries. 
As  a  result,   stocks  tended  to  rise,    Larin;::  the  second  ha.lf  of  the  month 
prices  declined,  and  this  DroUc;;ht  a  certain  amoijnt  of  ■buyinc'5:  that  enabled 
some  mills  to  reduce  stocks,    Eand-to-nouth  husinesi^-,  hovrever,  continues 
to  characterize  the  situation  in  yarns. 

The  cloth  mills  seem  to  have  if.one  fTonerall:/  oetter  business  than 
the  spinners  during  April,  even  in  the  second  half .  of  the  month.  Export 
"business  v/as  sporadically  active,  notahly  in  colordd  fahrics,  with  French 
weavers  apparently  enjoyin--];  a  certain  advanta:;e  over  other  coimtries  as  a 
result  of  the  downward  drift  of  the  fr-anc.    Prices,  hov/ever,  thoiigh  step.c'y, 
have  not  heen  satisfactory,   aiid  com.petition  was  ol-viously  keen. 

Italy.-  The  latest  infoma,tion  indica,tes  that  the  Italia.n  cotton 
industry,  after  reaxhing  record  levels  of  activity  in  la.te  1937  arid  early 
1932,   is  prohahly  headed  for  something  of  a  recession  in  the  near  fut-are 
unless  an  early  a.nd  ma.rked  improvement  icC'JTs  in  e^oport  .and  domestic  demand 
for  cotton  go^ds. 

The  demand  outlook,  however,   is  not  enco'oraging,  either  at  home  or 
ahroad,     Itady  a^ppea^rs  to  he  fa.cing  a.  poor  year,  agricultura.lly ,  in  the 
northern  parts  tha.t  will  almost  certainly  depress  hone  tra.de  to  an  appreciab 
extent.    An  unprecedented  drought  that  will  grea.tly  redij.ce  cereal  yields 
throughout  the  north  has  been  a.ccompanied  hy  several  periods  of  freezing 
tempe rat-ores  that' h ave  taken  h  eavy  toll  among' Italy ''s 'important  frij.it  and 
vegetable  industry  in  that  area,  which  is  the  most  important  pa.rt  from  an 
agriculturpJL  and  population  standpoint.     In  the  central  a.nd  southern  regions 
conditions  appear  to  he  more  normal. 

The  export  outlook  likev/ise  is  not  encouraging,  mainly  hecaase  of 
the  prospects  for  a  period  of  ria.teriallj/'  increa.sed  competition  from  other 
cotton  textile  exTjorting  coijjitries.    Reports  from  SnglaJid,  Germany, 
Czechoslovakia,  Belgium,  and-  France  all  point  to  the  increa.sing  difficulty 
of  export  sa.les,  and  to  price  cu.tti:-:g  or  at  lea.st  great  pressure  on  prices. 
Moreover,  demand  is  tending  to  dwin"le  in  some  export  markets  incident  to 
trade  recession.    And  specia^l  circ"um stances  in  some  countries  e.re  unf a,vor.->i)  1 
from,  an  ItaliaJi  standpoint,  such  as  Egypt's  recent  large  increa^se  in  duties 
on  cotton  goods.    The  m„arket  outlook  in  the  3a.lkans  is  a.lso  regarded  a.s 
affected  "by  Germany's  growing  influence  in  that  area,. 

These  fa.ctors  thus  seem  to  point  to  decrers  ed  consum.ption  and  im.- 
ports  of  raw  cotton  in  co.ming  months.     The  likelihood  of  a,  decrea,se  in  con- 
sumption is  adso  strengthened  hy  the  steadily  increasing  substitution  of 
other  fibers  for  cotton,  the  development  of  vfhich  is  strikingly  shown  in 
the  accompanying  table. 
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Italy:    Quantity  of  cotton  and  other  fibers  used  in  vreaving  mills, 

monthly  aTCragss,  specified  periods 


!  Gotten 

Artif ici 

al  fibers 

Other 

fibers 

Total 

Period 

.AS  3.  psr— 

As  a  per- 

:As  a  per- 

.  jiCbuax 

•  f  \  "T"               .  "V 

•  C  BXUj  cig6 

Actual  : 

ntnt  age 

Actual 

: cent  age 

Actual 

.  OX     bC  b-dJ. 

of  total 

:of  total 

.1,000  It 

1,0 00  lb. 

Pet . 

1,000  lb 

.    Pet . 

1,000  lb. 

1934  ... 

19,691 

88.3 

1,555 

7.0 

925 

4.2 

22,172  [ 

1935  ... 

19,925 

34.1 

2 , 152 

9.1 

1,616 

6.8 

23,693  i 

1935  ... 

15,170 

73.5 

3,446 

16.7 

2,012 

9.8 

20,528 

1937  ... 

16,025 

62.5 

6,150 

24.0 

3,456 

13.5 

25,551 

January: : 

1937  .. 

14,333 

66.1 

4,956 

22.3 

2,420 

11.1 

21,759 

1938  . . : 

14,725 

60.7 

6,843 

28.2 

2,685 

11.1 

24,253  1 

Furnished  by  the  American  Consulate,  Milan,  quoting  Bolletino  Mensile,  supra 


p.  207. 

The  U.S.S.P.-The  output  of  xhe  r-otton  textile  industry  of  the  U.S.S.R. 
during  the  first  3  months  of  1938,  is  reported  to  have  lagged.    The  quarterly 
plan  is  reported  to  have  been  executed  only  to  38  percent,  vath  total  output 
reported  118,700,000  yards  short  of  the  plan.    The  plan,  therefore,  was 
apparently  about  988,000 ,P00_  yards  and  the  actual  output  approximately 
869,300,000  ycLTds,    Output  during  the  sarae  3  months  last  year  was  estimated 
at  715,000,000  yards. 

ORIENT :    Situation  in  China  improves ,  mill  activity  in  India  high 
bi]t  developments  in  Ja^^^Lji  continue  unfavorable 


China,  2/  including  Manch\iria . -  The  Bureau's  Shanghai  office  reports 
a  slight  gain  in  cotton  mill  activity  in  China  during  April.    Total  mill 
consumption  of  rav;  cotton  was  estimated  at  120,000  bales  compared  with 
110,000  bales  in  March  and  85,000  in  Jtjiuary.     The  estimated  consumption  in 
April  is  eo^uivalent  to  an  annual  rate  of  1,440,000  bales,  assuming  no 
seasonal  variations  and  no  vari  ition  in  the  number  of  working  days  per  month. 
This  comparep  with  an  .estimated  mill  consumption  of  nearly  3,100,000  bales 
during  the  12  months  ended  July  1937  and  is  much  higher  than  the  average 
annual  rate  existing  during  the  first  8  months  of  the  season. 

The  Shanghai  yarn  market  was  rather  strong  during  April,  especially 
for  yarn  produced  by  Chinese  mills.    As  a  result,  the  Chinese  mills  at 
Shanghai  and  Hangkov;  were  reported  as  having  made  exceptional  profits. 
Most  of  the  Chinese  yarn  was  shipped  to  South  China  and  a  part  of  it  is 
said  to  have  found  its  v;asy  seme  dist.-ance  into  the  interior.    The  yarn  pro- 


2/  Eased  largely  on  radiogrcrms  received  on  May  12  and  13  from  the  Shanghai 
office  of  the  Bureau  of  Agricultural  Economics, 
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duced  by  Japanese  mills  in  China  was  mostly  sMppea  to  North  China  with 
only  a  small  am.o-unt  being  exported  to  the  South  or  to  foreign  ports. 
Some  progress  is  said  to  have  been  made  during  April  in  rehabilitating 
damaged  Japanese  mills. 

Total  stooks  of  raw  cotton  at  Shanghai  at  the  end  of  April  have  been 
estimated  at  200,000  bales  which  it  is  estimated  is  equivalent  to  3  months' 
consumption  at  the  existing  rata.    All  but  20,000  bales  of  tMs  cotton  was 
estimated  to  have,  been  grovm  in  China.     Chinese  cotton  continued  to  arrive 
at  Shanghai  in  small .  quant  it  ics ,  m.ost  of  v.'hich  came  from  areas  occupied  by 
the  Japanese,    The  unsettled  condition  made  transportation  very  difficult 
and  irregular. 

The  American  Consul  at  Tsingtao  reports  that  a  group  of  12  Japanese 
firms  dealing  r,-ith  cotton  havf3  formed  on  association  called  the  Tsingtao 
Cotton  Traders'  Association,  its  main  purpose  being  to  develop  cotton 
production  in  Shnngtung  and  control  the  exports  of  cotton  to  Japan,  The 
authorized  capital  of  this  Association  is  500,000  yen  ($14-5,000).  The 
Association,  it  is  reported,  has  been  buying  some  cotton  from  Shangtung 
farmers,  at  prices  reported  to  be  around  20  percent  less  than  for  the  1936 
crop. 

Reports  continue  to  indicate  a  material  reduction-  in  the  1938  Chinese 
cotton  acreage  vdth  recent  estimjites  ranging  from  50  to  60  percent  of  last 
year's  acreage.    The  greatest  decreases  are  expected  to  occur  in  North  China 
in  the  areas  of  present  hostilities.     In  the  event  the  1938  acreage  is  re- 
duced 40  to  50  percent  from  that  of  1937,  the  decline  in  production  might 
more  than  offset  the  increase  in  carry-over  on  August  1,  1938, 

India,-  Cotton  mill  activity  in  India  continued  high  through  April, 
The  190,000  eq.uivalent  473-pound  bales  of  Indian  cotton  used  last  month 
were  4  percent  larger  than  in  April  1937  and  established  a  new  high  for 
that  month.    This  m.ade  the  tenth  consecutive  month  in  which  the  quantity 
of  cotton  used  exceeded  that  of  any  corresponding  month  on  record.  For 
the  9  m.onths,  August  to  April,  cotton  mills  in  India  used  1,765,000  bales 
(eo^uivalent  478  pounds  each)  of  Indi;:ji  cotton  coiiipared  vath  1,540,000  bales 
in  the  like  period  last  season.     In  view  of  the  record  established  during 
these  months,  it  seems  quite  likely  that  consumption  for  the  12  months 
may  establish  a  new  higli  for  the  August-July  season.     It  is  not  expected, 
however,  that  consiimption  in  the  last  quarter  of  the  st?ason  v/ill  be  as 
favorable  as  in  the  first  3  quarters.    The  highest  consiimption  for  any 
season  thus  far  vvas  in  1935-36  when  2,150,000  bales  (equivalent  478  pounds) 
of  Indian  cotton  vrere  consumed. 

The  high  level  of  Indian  mill  consum.ption  during  the  current  season 
has  been  due,  in  part,  to  reduced  imports  of  cotton  piece  goods.  Total 
imports  of  all  kinds  of  piece  goods  (excluding  fents)  into  India,  excluding 
Burma,  in  February,  the  most  recent  month  for  v/hich  data  are  nov:  available, 
were  1  percent  larger  than  a  year  earlier,  but  20  percent  less  than  in 
February  1936,    For  the  7  months  ended  February  they  were  4  percent  less 
than  a  year  earlier  and  23  percent  less  than  2  years  earlier. 
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Japan  3/. -Reports  indicate  that  Jnpan's  difficulty  in  obt^.ining 
foreign  exchange  v/ith  which  to  purchase  raw  cotton  and  the  difficulties 
encountered  in  selling  cotton  textiles  for  exoort,  continued  to  restrict 
the  consumption  of  raw  cotton  by  Jap'^nese  mills  during  April,  compared  with 
the  early  pai't  of  the  season  and  vjith  a  year  earlier.    Since  no  improvement 
in  this  situation  seeius  likely  during  the  inonths  immediately  ahead,  it  is 
expected  that  consum.ption  will  continue  on  a  restricted  basis  throughout 
the  remainder  of  the  season. 

The  reported  production  of  yarn  by  Japanese  mills  indicates  that 
mill  consumption  of  raw  cotton  in  April  totaled  about  255,000  bales  of 
478  pounds.    This  appears  to  be  about  8  percent  larger  than  the  quantity 
consumed  during  each  of  the  2  precc:ding  months,  but  about  one-fourth  less 
than  in  the  corresponding  period  last  year  and  22  percent  lower  than  the 
average  consumption  during  the  first  quarter  of  the  current  serson. 
Despite  the  fact  that  consumption  during  the  remainder  of  the  season  may 
average  about  one-fourth  le&s  th'?ji  during  the  corresponding  period  last 
season,  total  consumption  for  the  12  months  ended  July  seems  likely  to 
total  about  3,300,000  bales  or  slightly  m.orc.    This  is  only  10  p-^rcont  less 
than  in  the  1936-37  season.    Ejrports  of  cotton  cloth  from  Japan  in  April 
were  8  percent  more  and  7  percent  less,  respectively,  thpji  in  April  1937 
and  April  1936,     For  the  9  months  August  through  April,  however,  total  cloth 
exports  vrere  only  1  percent  less  than  in  the  corresponding  period  of  the 
preceding  season. 

SuTFLY 

AMERICAN  COTTON 


The  revised  acreage  and  production  er.tim.at'^s  as  released  by  the  Crop 
Reporting  Board  May  25,  placed  the  1937  United  St?-tes  production  at 
18,946,000  bales  of  500  pounds  gross  (478  pounds  net)  Gom.pared  with  the 
December  estimate  of  18,746,000  bales,  a  revision  of  1  percent.  The 
estimate  of  the  area  harvested  was  revised  from  33,930,000  acres,  as 
estimated  in  December,  to  34,001,000  acres,  with  the  final  estimate  of 
yield  per  acre  placed  at  266.9  pounds. 

These  estimates  are  shovjn  in  comparison  vdth  fin_-.l  estimates  for 
several  earlier  years  in  the  accompanying  tabulation. 


:  :  Acreage  :      Acreage       :  Yield  per  acre 

^rop  year        .  Production  ;  plcnted  :     harvested     ;  harvested 

: 1,000  bales  of    1,000  1,000 
:  500  Ibs.rrocs    acres  acres  Pounds 

5-yr.  average  : 


1928-32    14,657   41,424  40,541  173.9 

1933   :  13,047^              40,243            29,383  212.7 

1934   :  9,636               27,860           26,856  171.6 

1935   :  10,638               28,197            27,640  134.2 

1936   :  12,399               30,903           30,028  197.6 

1937   :         18,946  34,471  34,001  266.9 


3/  Based  primarily  on  radiograi.is  of  May  18  and  20  '.ind  from  the  Bureau's 
Shajighai  office  giving  data  f varnished  by  American  Consul  Kenneth  C,  Krantz 
at  Osaka, 
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The  most  recer.t  trade  estimates  of  pro"baole  1933  cotton  acreage 
are  alout  in  line  with  the  revised  acreage  allotment  of  the  j^i;ri cultural 
Adjustment  Administration,    Private  estimates  of  the  United  States  acreage 
released  since  the  first  of  May,  fall  "between  2S  and  25  million  acres. 
This  compares  v/ith  the  most  recent  estimate  (which  is  still  only  prelininaiy) 
of  the  national  acreage  allotment,  as  detemined  under  the  provisions  of 
the  amended  Agricultural  Adjustment  Act  of  1933,  of  28,000,000  acres. 
The  a,creage  allotment  is  15  percent  less  than  the.  1537  planted  acreage  ajid 
IS  percent  less  than  the  1537  harvested  acreage.     It  is  32  and  31  percent, 
respectively,  less  than  the  estimated  average  acreage  planted  sjid  harvested 
during  the  5  years  1923-32,     Other  comparisons  ma-yhe  made  from  the  ahove 
tabulation.    The  first  official  report  of  cotton  acreage  in  cultivation  in 
the  United  States  v/ill  he  issued  hy  the  Crop  Reporting  Board  on  July  S, 

The  U.  S.  S.  H.-  The  cotton  plaitin.r  campaign  is  nov/  well  underway/, 
with  the  latest  fig^ares  indicating  a'r;Out  37  percent  of  the  plan  put  in  "by 
the  middle  of  April  as  compared  with  19  percent  hy  the  s^^jne  date  a  year  ago, 
or  1,905,000  acres,  as  compfxred  with  9"6,O00  in  I937,  l,l66,000  in  193^ 
and  1,018,000  acres  in  I535.  I 

April  weather  conditions  were  reported  favorable,  with  warm  or  hot 
v/eather  throughout  the  m.onth,  contrary/-  to  last  year  when  a  sudden  return  of 
cold  wea,ther  danaged  early  planted  fields.     Sapid  melting  of  the  mountain 
snow  is  also  reported,  which  is  important  as  a  source  of  water  for  the 
irrigation  system., 

China.-  Accordin.^'  to  a  recent  report  from  Agric^uLturaJ.  Commissioner 
3.  L,  Dawson  a,t  Shajighai ,  the  indications  are  that  the  1S3S  Chinese  cotton 
acrea^ge  will  he  very  materially  reduced.    It  is  started  tha,t  recent  esti- 
mates indica.te  an  acreage  only  5O  "t^  cO  percent  as  large  as  the  1537  acreage. 
The  greatest  decreases  a^re  expected  to  occur  in  North  China.     (See  pages 
5  and  10  for  a  more  complete  discussion.) 


I 


